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MILK COSTS AND RETURNS, 2000

SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA
Information Contact at ERS, USDA: William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov

The relatively high milk prices of recentyears, inexpensive
concentrate feed prices, and ample supplies of alfalfa hay
unleashed an expansion in milk production, and U.S. milk
production rose 3 percent in 2000. Greater production put
downward pressure on milk prices, causing the gross
value of production on dairy operations to fall 12 percent
from 1999 to 2000. However, lower feed grain,
concentrate feed, hay, and silage prices were responsible
for a 3 percent drop in total feed costs, although total cash
costs changed little between 1999 and 2000. The net
result was that average returns over cash expenses
declined almost 60 percent between 1999 and 2000, from
$3.04 to $1.23 per cwt. of milk sold.

Average returns over cash expenses also declined in all
milk production regions between 1999 and 2000. Returns
above cash costs were lowest in the Corn Belt, Northeast,
and Upper Midwestregions, averaging less than $1.00 per
hundredweight in 2000, and highest in the Pacific,
Southeast, and Southern Plains, where returns were more
than $2.00 per hundredweight. Differences in climatic
conditions, and the larger-sized operations that
characterize the southern and western regions are likely
reasons for lower costs on these operations. Lower milk
prices resulted in negative returns above total costs for
2000 in all but the Pacific region.

High milk prices forecast for this year along with low feed
costs are benefitting U.S. dairies. Dairy producers
reported an average income of $52,699 when surveyed
last year, with 63 percent of this income attributed to
farming activities. About 58 percent of dairy type farms are
located in the Northern Crescent region. These
operations’ average household income was $45,724. The
highest regional average household income for dairy
farms was $105,444 in the Fruitful Rim, which has a
number of larger, often drylot, dairy operations.

The value of dairy production was down $2.6 billion in
2000, putting the 2000 level about $2.2 billion below that
of 1996. Milk production rose more than 3 percent in 1999
and 2000 as a result of hefty gains in milk production per
cow. Consequently, dairy product prices were under
pressure throughout 2000. Milk prices averaged about
$12.30 per hundredweight (cwt.) in 2000, down $2 from a
year earlier and the lowest since at least 1991. Milk prices
have recovered in 2001 and at times have exceeded
$15 per cwt. Low market prices for feed crops and oil
crops benefit livestock producers because these
commodities are the primary ingredients in livestock feed
and therefore result in lower feed costs.
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MILK PRODUCTION: CASH COSTS AND RETURNS, BY REGION, 1999 - 2000

ltem United States IA, MO, OH NY, PA, VT AZ, CA, WA FL, GA X MI, MN, WI
1999 | 2000 | 1999 | 2000 | 1999 | 2000 | 1999 | 2000 | 1999 | 2000 | 1999 |2000 | 1999 | 2000
Gross value of production:
Milk 1439 1243 1429 12.16 15.19 13.41 13.77 11.81 16.76 14.69 15.00 13.40 13.97 11.91
Cattle 090 095 112 119 080 084 064 068 098 103 092 097 103 107
Other income 054 054 046 046 041 042 055 054 050 049 035 036 066 0.67
Total, Gross Value of Production  15.83 13.92 15.87 13.81 16.40 14.67 14.96 13.03 18.24 16.21 16.27 14.73 15.66 13.65
Cash Expenses:
Feed--
Concentrates 370 362 413 406 358 356 304 292 510 473 497 500 366 357
By-products 023 023 029 030 004 004 052 053 050 048 018 0.17 0.12 0.12
Liquid Whey 0.10 0.10 018 0.18 010 010 0.03 003 004 004 001 001 013 0.12
Hay 143 136 164 155 168 158 209 207 072 057 201 214 080 0.73
Silage 127 120 123 116 227 217 086 087 103 080 010 0.11 115 104
Pasture and other forage 0.10 0.10 0.12 0.13 0.04 003 005 005 0.06 0.07 010 0.09 015 o0.16
Total, Feed Costs 683 661 759 738 771 748 659 647 745 669 737 752 6.01 574
Other--
Hauling 046 046 046 047 070 065 041 041 094 087 057 055 029 0.30
Atrtificial insemination 0.15 015 012 013 020 019 012 012 012 011 004 004 0.17 0.18
Veterinary and medicine 040 040 041 043 046 042 021 021 048 044 019 019 050 0.52
Bedding and litter 025 026 032 032 037 037 006 006 000 000 000 000 034 035
Marketing 038 037 032 033 047 043 046 046 052 048 026 025 029 0.30
Custom services and supplies 044 044 040 041 056 053 041 042 064 059 030 029 039 041
Fuel, lube, and electricity 049 060 051 064 062 077 028 030 031 037 043 054 056 0.69
Machinery and building repairs 087 091 101 104 102 107 034 035 070 072 049 050 114 119
Hired labor 055 052 052 050 053 050 051 049 121 116 067 063 049 045
DHIA fees 0.08 0.08 0.07 007 010 0.09 0.07 007 006 005 005 004 0.08 0.08
Total, Variable Cash Expenses 10.90 10.80 11.73 11.72 12.74 1250 9.46 9.36 1243 1148 10.37 10.55 10.26 10.21
General Farm Overhead 060 059 064 062 060 059 038 037 072 070 051 050 073 0.72
Taxes and insurance 031 031 028 028 041 041 012 012 034 033 016 015 039 0.39
Interest 098 099 082 082 09 09 073 073 068 070 069 069 133 134
Total, Fixed Cash Expenses 189 189 174 172 191 19 123 122 174 173 136 134 245 245
Total, Cash Expenses 12.79 12.69 13.47 13.44 1465 1440 10.69 10.58 14.17 13.21 11.73 11.89 12.71 12.66
Gross Value of Production
Less Cash Expenses 3.04 123 240 037 175 027 427 245 407 300 454 284 295 0.99

YIncludes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated

value of manure as a fertilizer, and insurance indemnity payments.
SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:
William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov

MILK PRODUCTION: ECONOMIC COSTS AND RETURNS, BY REGION, 1999-2000
It United States | IA, MO, OH NY, PA, VT | AZ, CA, WA FL, GA TX MI, MN, WI
em 1999 | 2000 |1999 |2000 |1999 |2000 | 1999 |2000 | 1999 2000 1999 2000 |1999 |2000
Gross value of production:
Milk 1439 1243 1429 12.16 15.19 13.41 13.77 1181 16.76 14.69 15.00 13.40 13.97 1191
Cattle 090 095 112 119 080 084 064 068 0.98 1.03 092 097 1.03 107
Other income 054 054 046 046 041 042 055 054 0.50 049 035 036 0.66 0.67
Total, Gross Value of Production  15.83 13.92 15.87 13.81 16.40 14.67 14.96 13.03 1824 16.21 16.27 14.73 15.66 13.65
Economic (Full Ownership) Costs:
Variable cash expenses 10.90 10.80 11.73 11.72 12.74 1250 9.46 9.36 12.43 11.48 10.37 10.55 10.26 10.21
General farm overhead 060 059 064 062 060 059 038 037 0.72 0.70 051 050 0.73 0.72
Taxes and insurance 031 031 028 028 041 041 012 012 0.34 0.33 016 015 0.39 0.39
Capital replacement 218 226 225 232 212 220 144 151 266 274 213 221 257 267
Operating capital 0.09 011 009 012 010 0.12 0.07 0.09 0.10 0.11 0.08 0.10 0.09 0.10
Other nonland capital 08 081 084 079 080 075 057 056 149 139 081 0.76 099 094
Land 0.01 001 001 001 000 000 0.01 0.01 0.00 0.00 0.00 000 0.01 o0.01
Unpaid labor 159 151 254 246 223 209 043 041 0.29 029 077 072 186 1.72
Total, Economic Costs 16.53 16.40 18.38 18.32 19.00 18.66 12.48 1243 18.03 17.04 14.83 14.99 16.90 16.76
Residual Returns to Mgmt and Risk  -0.70 -2.48 -2.51 -451 -2.60 -3.99 248 0.60 0.21 -0.83 144 -0.26 -1.24 -3.11

YIncludes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated

value of manure as a fertilizer, and insurance indemnity payments.
SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:
William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov
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MILK PRODUCTION: CASH COSTS AND RETURNS, NORTHEAST ¥, 1995 - 2000
Item 1995 | 1996 | 1997 | 1998 | 1999 | 2000
Dollars per Cwt

Gross value of production:

Milk 13.26 15.19 13.74 15.63 15.19 13.41
Cattle 0.78 0.69 0.75 0.73 0.80 0.84
Other income 0.50 0.51 0.46 0.43 0.41 0.42
Total, Gross Value of Production 14.54 16.39 14.95 16.79 16.40 14.62
Cash Expenses:
Feed—
Concentrates 3.48 4.04 4.42 4.07 3.58 3.56
By-products 0.04 0.04 0.04 0.04 0.04 0.04
Liquid Whey 0.13 0.14 0.14 0.15 0.10 0.10
Hay 1.29 1.37 1.68 1.48 1.68 1.58
Silage 1.76 1.84 2.26 2.03 2.27 2.17
Pasture and other forage 0.03 0.03 0.03 0.03 0.04 0.03
Total, Feed Costs 6.73 7.46 8.57 7.80 7.71 7.48
Other--
Hauling 0.75 0.68 0.69 0.69 0.70 0.65
Artificial insemination 0.21 0.20 0.20 0.20 0.20 0.19
Veterinary and medicine 0.49 0.44 0.45 0.44 0.46 0.42
Bedding and litter 0.38 0.37 0.35 0.38 0.37 0.37
Marketing 0.49 0.45 0.46 0.45 0.47 0.43
Custom services and supplies 0.60 0.54 0.55 0.55 0.56 0.53
Fuel, lube, and electricity 0.65 0.70 0.69 0.65 0.62 0.77
Machinery and building repairs 0.95 0.93 0.99 1.01 1.02 1.07
Hired labor 0.64 0.61 0.58 0.57 0.53 0.50
DHIA fees 0.11 0.10 0.10 0.10 0.10 0.09
Total, Variable Cash Expenses 12.16 12.51 13.63 12.84 12.74 12.50
General Farm Overhead 0.55 0.53 0.60 0.61 0.60 0.59
Taxes and insurance 0.40 0.44 0.43 0.48 0.41 0.41
Interest 0.77 0.79 0.76 0.87 0.90 0.90
Total, Fixed Cash Expenses 1.72 1.76 1.79 1.96 1.91 1.90
Total, Cash Expenses 13.88 14.27 15.42 14.80 14.65 14.40
Gross Value of Production 0.66 212 0.47 1.99 1.75

Less Cash Expenses 0.27

¥ Includes New York, Pennsylvania, and Vermont.

? Includes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated
value of manure as a fertilizer, and insurance indemnity payments.

SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:

William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov

MILK PRODUCTION: ECONOMIC COSTS AND RETURNS, NORTHEAST ¥, 1995 - 2000
Item 1995 | 1996 | 1997 | 1998 | 1999 | 2000
Dollars per Cwt

Gross value of production:

Milk 13.26 15.19 13.74 15.63 15.19 13.41
Cattle 0.78 0.69 0.75 0.73 0.80 0.84
Other income 0.50 0.51 0.46 0.43 0.41 0.42
Total, Gross Value of Production 14.54 16.39 14.95 16.79 16.40 14.67
Economic (Full Ownership) Costs:
Variable cash expenses 12.16 12.51 13.63 12.84 12.74 12.50
General farm overhead 0.55 0.53 0.60 0.61 0.60 0.59
Taxes and insurance 0.40 0.44 0.43 0.48 0.41 0.41
Capital replacement 2.09 2.02 2.14 2.07 2.12 2.20
Operating capital 0.12 0.11 0.12 0.11 0.10 0.12
Other nonland capital 0.91 0.83 0.94 0.82 0.80 0.75
Land 0.00 0.00 0.00 0.00 0.00 0.00
Unpaid labor 2.66 2.56 2.44 2.38 2.23 2.09
Total, Economic Costs 18.89 19.00 20.30 19.31 19.00 18.66
Residual Returns to Mgmt and Risk -4.35 -2.61 -5.35 -2.52 -2.60 -3.99

¥ Includes New York, Pennsylvania, and Vermont.

? Includes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated
value of manure as a fertilizer, and insurance indemnity payments.

SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:

William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov
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MILK PRODUCTION: CASH COSTS AND RETURNS, UNITED STATES, 1995 - 2000
Item 1995 | 1996 | 1997 | 1998 | 1999 | 2000
Dollars per Cwt

Gross value of production:

Milk 12.80 14.78 13.43 15.51 14.39 12.43
Cattle 0.87 0.78 0.85 0.83 0.90 0.95
Other income 0.60 0.61 0.59 0.55 0.54 0.54
Total, Gross Value of Production 14.27 16.17 14.87 16.89 15.83 13.92
Cash Expenses:
Feed--
Concentrates 3.51 4.09 4.42 4.00 3.70 3.62
By-products 0.21 0.21 0.23 0.23 0.23 0.23
Liquid Whey 0.12 0.13 0.13 0.14 0.10 0.10
Hay 1.45 1.60 1.82 1.60 1.43 1.36
Silage 1.25 1.37 1.68 1.43 1.27 1.20
Pasture and other forage 0.12 0.13 0.12 0.11 0.10 0.10
Total, Feed Costs 6.66 7.53 8.40 7.51 6.83 6.61
Other--
Hauling 0.46 0.44 0.45 0.45 0.46 0.46
Artificial insemination 0.15 0.14 0.15 0.15 0.15 0.15
Veterinary and medicine 0.38 0.36 0.39 0.39 0.40 0.40
Bedding and litter 0.24 0.23 0.25 0.25 0.25 0.26
Marketing 0.38 0.36 0.37 0.37 0.38 0.37
Custom services and supplies 0.43 0.42 0.43 0.43 0.44 0.44
Fuel, lube, and electricity 0.49 0.53 0.53 0.49 0.49 0.60
Machinery and building repairs 0.78 0.76 0.83 0.85 0.87 0.91
Hired labor 0.64 0.62 0.59 0.57 0.55 0.52
DHIA fees 0.08 0.07 0.08 0.08 0.08 0.08
Total, Variable Cash Expenses 10.85 11.49 12.47 11.54 10.90 10.80
General Farm Overhead 0.54 0.53 0.60 0.62 0.60 0.59
Taxes and insurance 0.29 0.33 0.32 0.36 0.31 0.31
Interest 0.83 0.85 0.83 0.95 0.98 0.99
Total, Fixed Cash Expenses 1.66 1.71 1.75 1.93 1.89 1.89
Total, Cash Expenses 12.51 13.20 14.22 13.47 12.79 12.69
Gross Value of Production
Less Cash Expenses 1.76 297 0.65 3.42 3.04 1.23

¥ Includes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated
value of manure as a fertilizer, and insurance indemnity payments.

SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:

William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov

MILK PRODUCTION: ECONOMIC COSTS AND RETURNS, UNITED STATES, 1995 - 2000
Item 1995 [ 1996 [ 1997 [ 1998 [ 1999 [ 2000
Dollars per Cwt

Gross value of production:

Milk 12.80 14.78 13.43 15.51 14.39 12.43
Cattle 0.87 0.78 0.85 0.83 0.90 0.95
Other income ¥ 0.60 0.61 0.59 0.55 0.54 0.54
Total, Gross Value of Production 14.27 16.17 14.87 16.89 15.83 13.92
Economic (Full Ownership) Costs:
Variable cash expenses 10.85 11.49 12.47 11.54 10.90 10.80
General farm overhead 0.54 0.53 0.60 0.62 0.60 0.59
Taxes and insurance 0.29 0.33 0.32 0.36 0.31 0.31
Capital replacement 2.07 2.01 2.15 2.10 2.18 2.26
Operating capital 0.10 0.10 0.11 0.10 0.09 0.11
Other nonland capital 0.94 0.87 0.99 0.87 0.85 0.81
Land 0.01 0.00 0.00 0.01 0.01 0.01
Unpaid labor 1.85 1.80 1.73 1.65 1.59 151
Total, Economic Costs 16.65 17.13 18.37 17.25 16.53 16.40
Residual Returns to Mgmt and Risk -2.38 -0.96 -3.50 -0.36 -0.70 -2.48

¥ Includes the dairy's share of receipts from cooperative patronage dividends, assessment refunds, renting or leasing of dairy animals, the estimated
value of manure as a fertilizer, and insurance indemnity payments.

SOURCE: Milk Costs and Returns, Economics Research Service (ERS), USDA. Information Contact at ERS, USDA:

William McBride (202) 694-5577, e-mail: wmcbride@ers.usda.gov



